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ASPECTS OF PUBLIC OWNERSHIP 

BY SYDNEY BROOKS 

V 
In the preceding articles of this series I have endeavored 
to set forth both the practical and the theoretical arguments 
for and against Public Ownership with entire impartiality; 
and I have written in vain if I have not at least succeeded 
in making clear the enormous complexities of the subject 
and the difficulty, if not indeed the impossibility, of ap- 
proaching it fairly and comprehensively from any absolute 
standpoint. No social or political problem of our times so 
little lends itself tp elucidation by reference to rigid and 
preconceived formula?; none is so readily beclouded by the 
use of arguments and illustrations that are valid only in 
isolated and highly specialized conditions; in none is the 
common habit of drawing general inferences from particu- 
lar instances so beset with pitfalls and so sure to lead an 
inquirer astray. We have seen in these articles that the 
better way is not to indulge in large abstractions, still less 
in loose analogies, however plausible, but to insist on each 
specific question of Public Ownership being discussed on 
its merits as, above all things, a local question — a question, 
that is to say, dependent for its proper solution in any given 
case upon the nature of the utility under consideration and 
upon the character, administrative training and aptitudes, 
social and political environment, and so on, of the com- 
munity concerned in solving it. Another and not less funda- 
mental point it has been sought to establish is that to define 
the main issue as one of Public Ownership versus Private 
Ownership is to proceed upon a very partial and incomplete 
analysis, and that the real alternative is between Public 
Ownership and an attainably better system of Private Own- 
ership, than now as a rule obtains — a system preserving 
the advantages of private enterprise and at the same time 
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safeguarding every public interest. How such a system has 
already been evolved in a few communities, and might be 
evolved in all, was explained in some detail in the second 
article. Again, I have tried to do full justice to the strength 
of the case for Public Ownership, particularly on its social 
side, admitting that its benefits cannot and should not be 
assessed by any purely financial test, while disputing the 
contention that municipalities are better qualified to make a 
business success of their undertakings than are corpora- 
tions. In the last article an attempt was made to lay down 
a rough-and-ready dividing-line between those enterprises 
that should be in public hands and those that should not; 
and at the same time it was shown to be extremely doubtful 
whether British municipalities as a whole are not actually 
losing money instead of making it on their municipal under- 
takings. " Meanwhile," it was added, " what appears to 
be certain from a study of British experiences is that munic- 
ipal enterprise always leads to an immediate increase of 
taxation; that its other financial results, whether good or 
ill, are at present so indefinite as to be almost negligible; 
and that the many and varied abuses of a political and 
economic character which it entails cannot, therefore, be 
condoned on the plea of its commercial success." In the 
present article I propose to consider in greater detail and 
by reference to the circumstances of a single utility, wherein 
these " many and varied abuses of a political and economic 
character " consist and what allowance should be made for 
them in attempting to strike a balance between the advan- 
tages and disadvantages of Public Ownership. 

On the opening day of the present year the British Gov- 
ernment took over the entire telephone business of the 
United Kingdom, which becomes henceforth a monopoly 
owned and operated by the State. So striking an expansion 
of governmental functions suggests the possibility of treat- 
ing the telephone industry as a test case of the virtues or 
otherwise of Public Ownership, the more so as, speaking 
broadly, it is owned and worked by the State throughout 
Europe and left to private enterprise in the United States. 
A comparison between the results obtained under the Euro- 
pean and under the American systems in developing and 
placing at the public service an invention which in the last 
thirty years has established itself as an indispensable con- 
venience in commercial and social life ought, therefore, to 
vol. cxcv. — no. 677 32 
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throw some light on our inquiry. In the United States there 
has been from the first practically free trade and unre- 
stricted competition in telephones. But, as with railroads, 
the economic impulse toward consolidation has asserted it- 
self, enormously to the public advantage, in time to avert 
chaos, and there is to-day a general recognition of the fact 
that the multiplication of rival telephone exchanges, oper- 
ated by competing companies, fighting for an exclusive busi- 
ness, and denying to one another any co-operation of facili- 
ties, is from every point of view an extravagant and ex- 
asperating blunder. It has been greatly to the benefit of 
the American public that one strong company should gradu- 
ally have swallowed up its smaller competitors and that the 
telephone system of the country should to-day be well on 
the way to becoming co-extensive with the Union, inter- 
dependent and intercommunicating, and directed either by a 
single company or by an association of companies working 
in harmony under a single centralized administration. The 
existence of so vast and powerful and irresponsible a 
monopoly, controlling a utility of immense public impor- 
tance, necessarily raises some anxious problems as to its 
relations with the State and as to the means of regulating 
its activities in the interests of the consumers. These prob- 
lems were dealt with in the second article of this series, and 
in a further article that appeared in The Nobth Amebican 
Review for May, 1911, under the heading " The Politics of 
American Business," and more specifically still and with 
far greater authority in the remarkable report issued last 
year to his stockholders by Mr. Theodore N. Vail, the presi- 
dent of the American Telephone and Telegraph Company. 
They need not, therefore, be discussed again, though they 
ought never to be lost sight of. For the present I am more 
concerned to point to two suggestive facts. The first is 
that every step in the progressive unification of the tele- 
phone industry has made for the convenience of the Ameri- 
can people. The second is that the country which has done 
most to improve the telephone, both technically and com- 
mercially, and to popularize its use, is the country in which 
its management and development have been, and are still, 
exclusively the work of private enterprise. 

The history of the telephone in Europe has run on very 
different lines. Regarded at first as an offshoot of the tele- 
graph, it was naturally offered for sale, first of all, to the 
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European holders of the telegraph monopolies — that is to 
say, to the post-offices and governments of the various 
countries. The governments, partly because they looked 
upon the new invention as an interesting toy and nothing 
more and partly because they were rightly reluctant to in- 
vest public money in a new, untried, and highly speculative 
venture, one and all declined to take it up on their own 
account. At the same time they were willing to issue licenses 
to companies formed to exploit Graham Bell's invention, and 
they took the precaution, in case the telephone should prove, 
after all, a commercial success and a serious competitor of 
the State telegraph systems, to issue these licenses for re- 
stricted periods and to surround them with onerous condi- 
tions When time has shown telephonic communication to be 
both practicable and popular, the companies were bought out 
or otherwise absorbed by the State and in most of the lead- 
ing European countries the telephone became, and has since 
remained, like the telegraph, an official monopoly. The 
general course of events may be illustrated more succinctly 
by reference to the vicissitudes of the telephone in Great 
Britain. The companies that first introduced the invention 
into England in the late seventies did so without statutory 
authority. No sooner had they begun to operate than suit 
was successfully brought against them for infringing the 
Postmaster-General's legal monopoly of telegraphy. When 
the companies agreed not to appeal against the decision, the 
post-office, on its part, agreed to license them for the prose- 
cution of their business for thirty-one years on condition 
that they paid into the post-office a royalty of ten per cent, 
on their gross receipts. 'At first the licenses were granted 
only for small areas; later on, under public pressure, for 
the whole of the United Kingdom ; later still, no licenses were 
granted except to municipalities; and finally the post-office 
went into the business itself, took over the trunk lines, and 
started a competitive service of its own in London. From 
the first the attitude of officialdom toward the companies 
was one of jealousy and its policy one of obstruction. It 
did not actually suppress them or revoke their charters, but 
it impeded their development at every turn and then used 
their inefficiency and unprogressiveness as an argument for 
Public Ownership. No company, for instance, was ever 
granted statutory powers to run its wires; they were de- 
pendent absolutely on such way leaves as they could secure 
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by permission of private householders and by agreement 
with the local authorities ; and every bill promoted in Parlia- 
ment to relieve them of this disability was rejected by 
bureaucratic influence. 

The installation of a modern underground system of tele- 
phone distribution was thus practically denied to the com- 
panies and reserved to the State and the municipalities. At 
the same time the granting of licenses to cover particular 
districts and the encouragement given to local authorities to 
compete with the companies, together with the absence of 
provisions insuring a uniform system, led up to a tangle 
that was only partially relieved by the amalgamation of the 
various concerns into one large corporation. Incidentally 
it may be noted that while some seventy municipalities ap- 
plied for and were granted powers to start local telephone 
services of their own, only six actually embarked on the 
enterprise and of these six four were but too glad to sell 
out their undertakings in a very few years either to the 
post-office or the National Telephone Company. The ex- 
periment showed that, in Great Britain at any rate, munic- 
ipalities could not hold their own successfully against a 
well-organized commercial company and that their attempt 
to do so not only contributed nothing to the development of 
the telephone industry, but proved in every case a source 
of public annoyance and considerable financial loss to the 
local taxpayers. Although they possessed, while the com- 
pany did not possess, the right to tear up the streets at will, 
and although their enterprises were heartily backed by all 
the advocates of Public Ownership, none of them made a 
success, or anything approaching a success, of their tele- 
phone services. This is a highly instructive fact. It helps 
to support the conclusion to which an impartial inquirer 
again and again finds himself driven — that Public Owner- 
ship is only commercially profitable when it has an absolute 
monopoly of an established utility, that it is fundamentally 
unfitted to cope with an industry that is still in the experi- 
mental and tentative stage, and that in competition with a 
private corporation it must always go to the wall. The one 
valuable result, indeed, of municipal telephones was that 
they demonstrated the wastefulness and futility of com- 
petition in an industry that could only render its best service 
to the community by being organized and directed as a whole 
on uniform and interconnecting lines. The post-office in 1899 
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secured a Parliamentary grant of $10,000,000 to enable it 
to establish a competing telephone system in London. But 
when the undertaking came to be considered by practical 
men it was found to be so hazardous financially and so clear- 
ly detrimental to the interests and convenience of the pub- 
lic that it was abandoned in favor of an understanding 
which for the past eleven years has permitted the post- 
office and the National Telephone Company to work to- 
gether with more or less harmony in equipping London 
with two telephone systems, one the offspring of gov- 
ernmental action and the other of private enterprise, but 
charging the same rates, affording one another equal facili- 
ties, and forming, therefore, from the standpoint of the 
telephone subscribers and users, one uniform system. 

But while the post-office and the National Telephone Com- 
pany have co-operated during the past decade with tolerable 
good-will, their co-operation has been of an exceedingly 
one-sided character. The company's original license was 
granted in 1880 for a term of thirty-one years, expiring 
on December 31, 1911. It had long been evident that it 
would not be renewed and that the post-office would succeed 
to its business ; and in 1905 an agreement was reached as to 
the terms on which the transfer should be effected both 
in London and in the provinces. The essence of the arrange- 
ment arrived at was that the post-office should purchase the 
company's plant, wherever suitable to the purposes of the 
post-office service, as working plant in situ, without allow- 
ance for good-will or for past or future profits. The harsh- 
ness of these terms is self-evident and arises from the fact 
that the company was not really a free agent in making the 
bargain, that with the expiration of its license it would lose 
its legal right to continue in the telephone business at all, 
and that it was therefore practically forced to accept what- 
ever terms the post-office chose to off or.- After weathering 
all the anxious years of experimentation, after nursing a 
public utility into a popularity so great that it has now 
become an indispensable adjunct to every-day life, and after 
rendering this immense service to the community in the face 
of official obstruction, the company might well have thought 
itself entitled to be expropriated — if expropriation was to 
be its fate — at something more than the bare working value 
of its plant. But the inequity of the terms of the transfer 
is not more pronounced than their impolicy. One of the 
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essential features of sound telephone development is the 
systematic installation of plant and material beyond the 
actual needs of the moment and in preparation for future 
requirements. Growth, and elasticity, and the accumula- 
tion of an ample margin of spare facilities over and above 
the demands of the day, are fundamental conditions of any 
telephone company's progress. But they are conditions im- 
possible of fulfilment when the fiat has gone forth that 
on a certain date a few years ahead the plant of the com- 
pany is to be purchased by the State not at its prospective 
value, but at its actual working value. There can be no 
question that the Agreement of 1905 between the post-office 
and the National Telephone Company has strangled the 
latter 's work of constructional development, has prevented 
it from branching out in directions that could only be reve- 
nue-producing when its license had expired, and has re- 
sulted in the post-office finding itself possessed of a con- 
gested system, without proper plans or facilities for ex- 
pansion, and necessitating not only a large and immediate 
outlay, but also a considerable period of bad service and 
retarded development. 

The history of the telephone in Great Britain is, then, 
the history of an invention over which the Government from 
the first asserted a legal monopoly, but the practical de- 
velopment of which it leased to private corporations in 
return for a ten-per-cent. royalty on the gross receipts. It 
cannot be said that the State showed the slightest prevision 
of what the telephone was destined to become, or of how it 
ought to be popularized, or of the proper policy demanded 
in the public interests for its regulation. It began in the 
usual way by scoffing at the new toy, but even while it 
scoffed it sought to safeguard itself against the possibility 
that it might compete with the Government's ownership of 
the telegraphs. It threw upon private initiative all the 
risks of the new enterprise, reserving to itself the right to 
expropriate the ultimate profits. It failed altogether to 
recognize that competition in telephones, so far from being 
a protection, was really a betrayal of the public interests. 
Accordingly, it scattered its licenses broadcast and encour- 
aged the municipalities, always with disastrous results, to 
exploit the new utility for themselves. It hampered the 
private companies in every way with jealous shortsighted- 
ness, and then used the inefficiency of their service as an 
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argument for Public Ownership. And finally it employed 
its irresistible statutory powers to buy out the companies 
on terms that were in the last degree ungenerous and op- 
pressive. More or less this also has been the history of 
the telephone not only in Great Britain, but throughout 
Europe, except that the majority of European countries 
anticipated Great Britain by several years in making the 
telephone a Government monopoly, while in all of them 
official regulations and restrictions have multiplied both in 
numbers and stringency. The contrast, therefore, between 
the American and the European policy in regard to the 
development of this public utility and to its relations with 
the State is complete; and a comparison of the results 
achieved under the two systems is both pertinent and il- 
luminating. Take first the test of numbers. The well- 
known English expert, Mr. Herbert Laws Webb, writing 
some eighteen months ago and taking as the basis of his 
comparison the total number of telephones in each Euro- 
pean country and the number operated under the Bell sys- 
tem in America — which is, of course, considerably less than 
the total number of telephones in use throughout the United 
States — found that the telephone development in Europe in 
1910 was almost exactly one-tenth of the American Bell 
system in proportion to population. That is to say, while 
the Bell system furnished Americans with 64 telephones per 
thousand inhabitants in Europe there were no more than 
6.4 telephones per thousand people. If the comparison had 
been between all the European telephones and all the 
American, whether in or out of the Bell system, it would 
have shown that a thousand people in Europe have one 
telephone where a thousand Americans have fifteen. If the 
telephone had been developed in Europe on the same scale 
as the Bell system in America, Great Britain would have 
about four and a half times as many telephones as she 
actually possesses, Germany four times as many, France 
over ten times as many, Russia six thousand times as many, 
Sweden twice as many, Austria-Hungary twenty times as 
many, Switzerland three times as many, Norway the same, 
Denmark twice as many, Italy over fifty times as many, 
Holland seven times as many, Belgium ten times as many, 
Spain ninety times as many, and Portugal, Greece, Servia, 
Bulgaria, and Roumania about the same. In Germany, 
France, Austria-Hungary, Switzerland, Belgium, Italy, 
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Greece, Bulgaria, Servia, and Roumania the telephone is a 
State monopoly ; and in only two of these States — Germany 
and Switzerland — has anything approaching a success been 
made of it. In Sweden, Denmark, and Norway, where also 
the results are comparatively satisfactory, the Government 
and private companies work side by side, though with in- 
creasing difficulty. Taken as a whole, therefore, it will be 
seen that private enterprise as practised in America has 
been overwhelmingly more effective in diffusing the benefits 
of the telephone than Public Ownership, or than private 
enterprise in official leading-strings, in Europe. And if a 
comparison could be instituted not merely between numbers, 
but between the efficiency of the services provided in Europe 
and in the United States, the disparity, I believe, on the 
technical and commercial sides, and particularly from the 
standpoint of the consumer's convenience, would be found 
to be even greater. Private enterprise has given America 
the best and the biggest telephone service in the world, 
while Public Ownership in Europe has hindered its develop- 
ment, impaired its usefulness, and inflicted incalculable 
losses on many millions of people by depriving them, or sup- 
plying them with nothing more than a parody, of the speedi- 
est means of communication that human ingenuity has yet 
invented. 

What are the inferences that may fairly be drawn from 
this remarkable record? First it should be noted that the 
policy of European governments toward the telephone was 
from the beginning largely dictated by the fact that they 
already owned and operated the telegraphs and that in 
very few countries, if any, had the telegraph monopoly 
proved a commercial success — the British post-office, for 
instance, loses about $5,000,000 a year on this branch of its 
service. The entrance of a new competitor that promised 
to increase still further the annual deficit on the telegraphs 
was a development, therefore, anything but welcome to the 
bureaucratic mind. Just as municipalities that own the 
gas-works are inevitably driven to oppose the advent of elec- 
tric lighting under company management, and just as the 
local authorities that own and operate the city street-cars 
are insensibly hostile to the competition of motor omnibuses, 
so on a larger scale the European governments, fearful of 
its effects upon their telegraph monopolies, set out to con- 
trol, and at once succeeded in checking, the development 
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of the telephone. That is one more illustration of the prin- 
ciple that Public Ownership not only grows by what it feeds 
on, but finds itself constantly compelled to enlarge its diet- 
ary in ways it had not anticipated and does not relish. Not 
all, but certainly a great many, of the objections to Public 
Ownership would disappear if we could be sure that all 
public utilities had reached a final and static form and 
were never henceforward to be exposed to the danger of 
supersession by newer inventions. But so long as me- 
chanical progress continues and old methods are displaced 
by new ones so long must governmental undertakings from 
time to time become obsolete or be threatened with an ex- 
hausting rivalry. And when that happens, when a new 
ultility is discovered menacing some established State mo- 
nopoly, the history of the telephone in Europe tells us what 
we may expect. Nothing in the nature of free competition 
will be permitted; the new invention will be thwarted by 
governmental regulations; its development will be ob- 
structed nominally in the public interests, really to preserve 
already existing State enterprises from a too successful 
attack; its very right to enter the country at all will only 
be allowed on condition that it admits itself an interloper 
without legal standing, that it agrees to abide by whatever 
restrictions the Government may see fit to impose, and that, 
if it prospers and proves practicable, it will submit to ex- 
propriation by the State. Under such circumstances prog- 
ress can make but little headway, capital becomes discour- 
aged, and a policy designed among other things to preserve 
the community against the exactions of a private monopoly 
operates in effect to deprive it of a needed utility. Public 
Ownership of any given service means, in short, public 
jealousy and strangulation and ultimate purchase of any- 
thing that threatens to compete with it. 

Another point emphasized by the history of the telephone 
in Europe is the inability of a Government Department 
to improve and get the best results from a utility that at 
the moment of its absorption by the State is still in an 
unsettled and embryonic phase of development. The Brit- 
ish post-office has been wiser or more fortunate in de- 
ferring the expropriation of the National Telephone Com- 
pany until experience has solved most of the early technical 
problems of the telephone industry and has laid down the 
broad principles of business-like management. With scarce- 
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ly an exception the States that took over the telephone in 
its infancy, and within a few years of its first introduction, 
have lamentably failed to keep pace with the inventions and 
devices that have raised it in the United States to the top 
notch of perfection. They find themselves encumbered to- 
day with antiquated plant, apparatus of a kind that in 
America went to the scrap - heap twenty years ago, and 
crude commercial practice - . There are great and famous 
towns in Europe at this moment where the obsolete magneto 
system, long ago abandoned in the United States for the 
central battery, still obtains, where the old flat-rate scheme 
of tariffs is still the rule, and where the single exchange 
district, with relatively high rates for distant parts of the 
town, still holds the field; while throughout the length and 
breadth of the Continent hardly a single efficient long- 
distance service is to be found. Why is this? It is partly 
because the governments have shrunk from putting suf- 
ficient capital in the business and have thus forfeited one 
of the principal advantages that the advocates of Public 
Ownership claim for it over private enterprise, while at 
the same time, in countries where the telephone has not 
been made a Government monopoly, the system of issuing 
limited licenses, terminable at the end of a fixed and usually 
too brief period and under indefinite conditions as to the 
repayment of capital, has hindered the flow of private in- 
vestment. Mixed up with the routine of a great Govern- 
ment Department, and linked especially with the administra- 
tion of the telegraphs, which in no country, I believe, brings 
in any revenue to the State, and subject to a variety of 
political influences that have nothing to do with, and are 
often opposed to, business-like and economical management, 
the official managers of the State telephone systems in Eu- 
rope have found it practically impossible to get the money 
necessary for the proper development of their enterprise. 
And just in proportion to its extreme technicality both ou 
the scientific and the commercial side; the telephone in- 
dustry, in its early experimental years particularly, asked 
venturesomeness, faith in the future, an instant readiness 
to adapt new discoveries, and an incessant expenditure with- 
out any immediate return. In 1905 the Merchants' Asso- 
ciation of New York inquired into the telephone system 
of that city and issued a report. " In the New York tele- 
phone system," it said, " improvements and changes have 
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succeeded one another at close intervals during the entire 
period in which the business of exchange telephone service 
has existed. During the sixteen years which the committee's 
investigation covers the plant has been practically rebuilt 
three times. At various times radical improvements have 
been made in cables and in switch - board systems, which 
have involved the abandonment of plant by no means un- 
serviceable because of its physical conditions and its re- 
placement by plant of an improved character. Some of the 
central stations have been rebuilt three times within a little 
over ten years." 

But alertness and enterprise such as this cannot reason- 
ably be expected from a Government Department. The 
characteristics of the bureaucratic mind and temperament 
forbid it. The organization of a Government office, with a 
virtually irremovable staff, forbids it. The spirit of of- 
ficialdom, with its traditions of subordination, its narrow 
professional outlook, its unwillingness to concentrate re- 
sponsibility, its insensible stifling of initiative, forbids it. 
When humanity has reached the plane on which the ideal of 
social service is a stronger incentive to sound administration 
than the hope of gain, and when politicians are inspired 
solely by an informed desire for the public good, things 
may be different. But at present a Government office can- 
not raise and discipline its staff to the same level of ef- 
ficiency as a commercial corporation, cannot act with the 
same freedom and directness as a Board of Directors, can- 
not pursue a business object without deference to a hundred 
influences and considerations from which a president of a* 
company is exempt and which all militate against the first 
principles of commercial success and cannot, therefore, dis- 
play the same open-mindedness and elasticity, the same 
speculative foresight, the same promptitude in taking risks, 
without which an industrial undertaking, and especially one 
which is just groping its way from the experimental to the 
practical phase, is doomed to failure and stagnation. The 
marked and pervasive unprogressiveness of the great ma- 
jority of the State telephone systems in Europe is not an 
accident. It is the inevitable result of the constitution of 
governments if not of human nature itself. I believe I am 
right in saying that not one of the innumerable discoveries 
that have transformed the technical and commercial man- 
agement and development of the telephone in the last thirty 
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years has emanated from a Department of State, that Euro- 
pean governments have been the last to adopt them, and 
that the verdict which experts are obliged to pass upon 
them, with perhaps one or two exceptions, is that they have 
not learned their business. A Government, it must be re- 
membered, is debarred, or feels itself debarred, from utiliz- 
ing the most powerful of all the weapons of modern com- 
mercial enterprise — it cannot advertise; it is cut off from 
the hundred and one expedients that are needed to explain 
and popularize a new invention; and one of the reasons for 
the comparative backwardness of telephone development in 
Europe is that its usefulness has never been properly 
brought before the public and that the various State De- 
partments, charged with its management and expansion, 
have never sought subscribers, but have waited for sub- 
scribers to come in of their own accord. Another and hard- 
ly less potent reason is that political pressure has induced 
the fixing of rates at a figure which could only be maintained 
by a progressive sacrifice of efficiency. Practically all the 
governments of Europe in their conduct of the telephone 
industry have made the vital and fundamental error of 
seeking efficiency through economy instead of economy 
through efficiency. They failed at the outset to recognize 
that an untrustworthy and dilatory service is dear at any 
price and finding it politically impossible to raise the rates 
to a remunerative figure and being equally unwilling to 
bear the losses that a first-class service on a basis of un- 
profitable fees would have involved, they have ended by 
giving the telephone a bad name and by making it through- 
out the greater part of the Continent synonymous with all 
that is incompetent. There is, in short, little in the Euro- 
pean history of the telephone that contradicts Mr. Vail's 
trenchant dictum that " the combination of the promoter, 
investor, and capitalist, with their imagination, personality, 
optimism, and desire, has been at the bottom of every de- 
velopment of every kind or nature which has benefited the 
human race in the way of utilities and is still the only way in 
which new utilities can be developed." That history con- 
firms his declaration that " whenever any great works have 
been undertaken by governments they have been on lines of 
old development, based on experience of that which has been 
developed by the persistent genius and application of some 
individual or group of individuals." 
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One may, therefore, with some safety deduce from the 
experience of Europe, first, that Public Ownership is inap- 
plicable to any industry the methods and principles of which 
are still in the formative stage; secondly, that an over- 
zealous guardianship of the public interests — a guardian- 
ship that quickly passes from regulating a given utility 
to obstructing its growth — is a formidable obstacle to tech- 
nical progress and inflicts severe losses socially as well as 
financially on the community as a whole; thirdly, that even 
when, as in Germany and Switzerland, it is seen at its best, 
Public Ownership of telephones does not produce nearly 
such striking results as private enterprise ; and, finally, that 
when a corporation and a public authority are each en- 
gaged in furnishing the same locality with the same utility 
the advantages inherent in corporation management are 
sufficient to outweigh official opposition and restrictions 
and to put the local authority out of business. A perfervid 
advocate of Public Ownership, however, might admit all this 
and still maintain that Great Britain, for instance, has done 
well to purchase and operate the telephone business of the 
country in the present stage of its development — that is to 
say, when it is a well-established and expanding industry 
with an assured future before it. This is a perfectly in- 
telligible standpoint and deserves consideration. Personal- 
ly I think it was long ago evident that State ownership in 
Great Britain was bound to be the ultimate consequence 
of the harassing policy directed by successive governments 
against telephone development in private hands. That 
policy, as I have explained, has from the beginning cramped 
the growth and usefulness of the telephone. Nothing less 
than its reversal and abandonment and the strict limitation 
of State activities to the work of regulating the monopoly 
and extracting from it a legitimate royalty would have en- 
abled the National Telephone Company to expand with the 
same speed and efficiency as has been shown in the United 
States. And in these matters governments rarely, if ever, 
reverse their policy. The practical alternatives which con- 
fronted Great Britain lay, therefore, between an inferior 
telephone system under private management — inferior be- 
cause the State would not permit it to expand to the full 
measure of its capacity — and an improved and more widely 
diffused system under National Ownership. The legislature 
in these circumstances had no option but to choose the latter 
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as the smaller of two evils. But while approving its choice 
one must not lose sight of the policy of official obstruction, 
pursued from the beginning to the immense loss of the com- 
munity, which made that choice necessary. The post-office 
will certainly provide the British people with a better tele- 
phone service than any they have yet had. But it will not 
provide them with so good a one as they might have had 
if the course of action adopted by the Government in the 
early years of telephone development had been helpful in- 
stead of repressive and if officialdom had shown itself more 
anxious to promote the public welfare than to protect its 
monopoly of the telegraphs. Nothing can now repair the 
waste and confusion engendered by that initial blunder or 
furnish the United Kingdom with telephone facilities up to 
the American standard of numbers and quality. The post- 
office at the best will supply an ampler and more efficient 
service than it has allowed the National Telephone Com- 
pany to supply. But it is both a physical and a financial 
impossibility for it to hope to rival or even approach the 
successes achieved in the United States by unhampered 
private enterprise. 

So far, then, as telephones are concerned the action of the 
State has in the past been demonstrably injurious to the 
social and commercial interests of the British people. What 
now of the future? For practically a decade the post-office 
and the National Telephone Company have been working 
side by side in the development of the London telephone 
service. The published accounts show that though the post- 
office pays neither rent nor rates nor taxes its working ex- 
penses have been seventy-three per cent, of its gross re- 
ceipts, whereas those of the private corporation have been 
only fifty-six per cent, of its gross receipts. Clearly, there- 
fore, the telephone business is not going to be handled by 
the State with anything like the same economy as though 
it were under a strictly commercial management. Will 
Public Ownership and operation prove as enterprising as 
private initiative, as prompt to discard obsolete methods 
and apparatus, as quick to adopt new inventions, as skil- 
ful and aggressive in gathering in subscribers? Nobody 
with the example, on the one hand, of State telephones in 
Europe before him, on the other, of what has been accom- 
plished in the United States by the Bell system can for one 
moment believe it. If the central battery were to be super- 
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seded by some more efficient device one may be tolerably 
sure that the British post-office would be the last to ex- 
periment with the new improvement; if automatic tele- 
phones or wireless telephones were suddenly found to yield 
better results than the present system, one may be tolerably 
sure that official recognition of the fact would follow far 
in the wake of private recognition and private utilization. 
It is not an absolute and universal rule that the State must 
always lag behind the individual and the corporation in 
the qualities of inventiveness and enterprise — it was a Gov- 
ernment, for instance, that designed the " Dreadnought " — 
but it is so nearly an absolute and universal rule that the 
exceptions to it are negligible. 

We come now to the question of prices and profits. A 
bare comparison of the rates, tariffs, charges, wages, and 
similar financial items obtaining in different countries, or 
even in different parts of the same country, is rarely de- 
cisive, is usually, indeed, misleading, in the discussion of an 
economic or industrial problem. So much depends on the 
general scale of living, and the local purchasing-power of 
money, the cost of labor, and a variety of other conditions, 
that all figures to be helpful or even intelligible need to be 
translated by a knowledge of the circumstances that sur- 
round them. But there cannot, I think, be much question 
that, even when all such allowances have been made, the 
cost of the telephone in the United States is considerably 
higher than in Europe, and especially than in England. In 
London you can go into any post-office and ring up any 
number in the London district for four cents, and the aver- 
age charge for using the British long-distance lines is the 
astonishingly low one of eleven and three-fifths cents. By 
comparison with England it might, therefore, be reasonably 
argued that Americans pay twice over for their telephone 
service, first by being charged at an appreciably higher rate 
and secondly by seeing the profits of the telephone mo- 
nopoly disappear into private pockets. On the other hand, 
it might just as reasonably be argued that the tariff fixed 
by the American Telephone and Telegraph Company can- 
not be excessive when judged by American conditions and 
by the efficiency of the service provided, for otherwise the 
telephone would never have attained its phenomenal and 
universal popularity. Moreover, it is an exceedingly ten- 
able proposition that the low rates charged in England are 



512 THE NORTH AMERICAN REVIEW 

really delusive and have only been made possible by sacri- 
ficing the prime essential of a rapid, expanding, and de- 
pendable service. The extreme probabilities are that, as 
in the case of the telegraphs, the British telephone system 
will be worked at a loss. The post-office, indeed, publicly 
disclaims any intention of seeking a profit. Its aim is to 
popularize the utility as widely as possible and to furnish 
it, if necessary, below cost price. But we have seen that 
there is a strong likelihood, amounting almost to a cer- 
tainty, that the post-office will not succeed in emulating the 
efficiency and enterprise of corporation management. The 
question, therefore, from the standpoint of the community 
resolves itself into this: Is it better for a nation that its 
telephones should be in the hands of the State, run without 
thought of profit, charged for at a low rate, and admin- 
istered by comparatively inefficient and unenterprising 
methods, or that its telephones should be managed by a 
private corporation under State supervision and regulation, 
working for a profit, charging on the whole a higher tariff, 
but striving for and attaining a maximum of efficiency, pro- 
gressiveness, and reliability? That is the problem; and the 
evidence and arguments I have adduced seem to me to show 
clearly to which side the balance of public advantage in- 
clines. Wherein do the British people benefit by the trans- 
fer of the National Telephone Company's undertaking to 
the State f They surrender the royalty which the company 
paid to the post-office; they face the virtual certainty of a 
heavy increase of the national expenditure and liabilities, 
an increase which can only be offset by some form or other 
of additional taxation; and they receive in return a better, 
a larger, and possibly — though this is doubtful — a cheaper 
service than at present, but nothing like so good or so ex- 
tensive a one and only a little cheaper than they might have 
had long ago had the policy of the State been one of what 
I may call co-operative regulation — had the State, in other 
words, encouraged and facilitated the development of the 
new utility to its fullest capacity while rightly supervising 
its charges and operations in the public interest. Whether 
to correct abuses or to promote the common welfare, the 
history of the telephone in Europe and in America shows 
private initiative under State control to be a far more ef- 
fective instrument than Public Ownership and public opera- 
tion. Sydney Bbooks. 
(To be Concluded) 



